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I. GENERATION 0E"MATTER ... : .  . . , . . .  . .I . .  .:. . ' . . # ? ? .  -, . 
. n . > .  

. .  .. 
Audit Referral 98-05 w&::g&cted by ah auditiof ,:: . the SmDiego Host Com&Iee/Sail to . . . . .  ... 

# .  
. .  ........... . . .  

Victory '96 (the "Host Committee") unc!ertalcen in' '&rdance with 1 1 C. 

Referral 98-06 was generated by an audit of the 1996 Co ,d t t ee  on 

Republican National Convention (the "Convention Committee") undertalc& in kcordance with 

26 U.S.C. Q 9008(g) and 1 l'C.F.R. Q 9008.1 1. The Audit Diykion's :,, .. : ~ f d ~ & e & l s ' f b r  . .  I .  both 

mattm are set forth Akhment . .' 1. 

. .  

. . . .  I .. . . , .  .... . .  I. . 
: ".' . .  

. .  . .  
'. ' . .  - .  

. .  

. .  ... - 
The Office of General Counsel believes that Audit Refe1~alS'$8~O5~ apd 98-06 . .  should be 

I ': : 
I .  . . -  . 

considered together. Both referralsaise inpart h m  the shealleged inTlcihd &jn&bution h m  

the Host Committee to theConvention Commiftee.. .Audit Referral 98-05 includes the additional 

. :.. ".. - . * '  . . . I  
.. . . . .  . .  

. . .  .. 1 .: . . . . .  . .  

issue of the City of Spp Diego's compliance with-1.1 ,C.F.R. Q 9008.53 :: I with Fp*tt. . . . . . .  to the . . . . .  . . . .  . . . . . .  . :- . . . .  : . . . .  - < -  . . - . .  . .  

operations of its City Civic Evkts Fund (the "Events Fund"). 1 .I:Audit .c .'.I '. .Refk198-O$yludes . .  the 

additionai issue of an :alleged\,iF-kind cdqtributioix B the . . . . .  ~ e p d l i ~ s m  ~ i t i ~ i i i l  . . . . . . .  coiii;nittie (the 

'WRNC"') the'cbnvention Co-ttee. 

' . >.rm.. . .  
:,,.. . : e .  ;...:.. .:.:. . I .. 

. . . . . .  . . . .  . .  ., . .: .. .... . . . .  . .  . .  
. . . .  . . . . .  ... 

. .  . .  
... : . . .  

. .  . :;. . I. . ' ,  
. .  . . . . .  

. I  
. .  . . . . .  .... 

. I  

.. The &-kind &ntributions hin;the . .  

dommitiee were also addresseci'by ..... the ~d 

. :  

. I  . 
. .  .. ' 

. .  
As noted on the first pagc'of I 

2000 and Ocpber 14,2001. The 
earliest activ@y, which was the &st 
represents thk expiration of a-five-yewp 
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and the Host Committee? The Commission issued a Repayment Detenmm& ’ ‘oninthe 

Convention Committee’s Audit Report, and in response, the Convention Committee submitted 

, . legal and factual materials disputing the Audit Report Repayment Determination and seeking an’ 

administrative review. of it. The Convention Committee also had an oral heiving before the . 

Commission on the repayment. In light of the overlapping legal issues between the 

administrative review and this enforcement matter, the legal and factual materials and the 

transcript h m  the oral hearing are considered in this Report. 

. 

The Commission approved a Statement of Reasons on April 13,2000. The Commission 

determined thatno repayment was due. In doing so, the Commission concluded that the Host 

Committee made an in-kind contribution of $456,957, but also pemitted the Convention 

Committee to offset this.contribution with expenditures it made that were permissible host 

committee expenditures. In order to,maintain consistency between this document and the , 

Commission’s Statement of Reasom, this Office used the, total amount ,of the Host Committee’s 

in-kind contribution to the Convention Committee stated in the Commission’s Statement of 

Reasons, which is lower than the total .amount listed in the Audit Referrals. 

XI. FACTUAL AND LEGAL ANALYSIS 

A. TheLaw 

The Federal Election Campaign Act of 197 1, as amended, (“FECA”), provides that no 

corporation may make a contribution or an expenditure in connection with, inter alia, any , 

political convention held to select candidates for president or vice president. 2 U.S.C’. Q 441 b(a). 

Furthermore, no political committee may.knowingly accept or receive any prohibited . 

. 

contribution; Id. The FECA, the Presidential Election Campaign Fund Act (the “Fund Act”) and 

* ’ I Issues related to the Events Fund were not considered in the Commission’s Administrative Review. 

i 
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. . . . . . . .  
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the Cox&ssion's kgulations fin$& a number of exceptions to the FECA'S 'bed prohibition 

of corporate contributions in connection with federal elections! See, e.g.,' 2 U.S.C. Q 441b(a) ' 

and (b)(2). . Pursuant.to one such exception; corpoptions are permitted to' donate funds that may 

be used in connection with presidential nominating conventions, in certain circumstances. See . 

11 C.F.R Q 114.l(a)(2)(viii) (excluding activity permitted under 11 C.F.R QQ 9008.52 

or 9008.53 fiom the definition of corporate contributions and expenditures). Specifically, 

corporations that have offices or facilities in a particular local E a  may contri&te . .  to two 
. .  n:.:. . .' i 

types of local organizations that may assist presidential. nominating conventions, which are 

known as municipal funds irnd host committees. . .  

'A host committee may be created to represent a city hosting a nominating convention in 

matters involving a presidential nominating convention.. 1 1 C.F.R. 0 9008.5 1. Corporations that 

have offices.or facilities in a particular local area may contribute funds to,a . .  host committee that 

may also promote that area by assisting a conv@tion. 11 C.F.R. Q 9008.52(c);.see also 11 C.F.R: 

Q 1 14. I(a)(2)(viii). The principal objective of a host commiiee is the kncouragement of 

commerce in the convention city, as'wellii the projection of 8; favorable'image . . . . .  of the city to 

convention attendees; 1 1 C.F.R 3 9008;52(a). Host committees maykceive . .hds 'Or  .: in-kind 

do&tions from local businesses (excluding banks), local labor organizations', and other local . 

organizations and indiiriduals for spekific purposes related to hosting a!national p* convention. 

11 C.F.R. #.9008.52(c)(l).~:The puxposesdbr which a host committee may uses,,hdsin . .  

connection with a nominating convktioii are specified inn1 1 C.F.R. Q 90~8.&(Cj(i,)(ij . y:. through 

(xi) and include: (i) "promoting the suitability of the city as'a .... convention site;"'(ii) "welcoming 

the convention attendees to the ciwr (iii) "facilitating.cbmmerce;" (vi) "lod 

. ' -  

. .  

.. ... . .  

. .  . .  

. .  *..: . . .... .:. . 

. .  . I  . 
I .  . .  

. . .  . .  . . . . . . . . .  

.'. . . . .  . % ..* . .  . _  . . . . . .  

. . . . . .  9, . . .  . .  

. . . .  :. - .  . . -: . .  
..: 

. . . . .  
. .  

. . . .  . . . .  ... .. . .  
. . I  

Prcsidcn& nominating conventions of poiitical &es . . . . .  e deked'& be elections. :2:U.S.c.' Q 43 1( l)(B). 
' ,,:e..: . . . :_. 5 . .  ... . . . . .  
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First -1 '@USCI'S I + P o ~  I, " ''1 .. ,. ' ,. .. 

.. 
..- i .  

.. , . . . .  
.. , ' servic&;y'(Xii),%w &orcemenc (&) ''cbnvention liUreau ~&&el.tb~~O;).idec~tral 

. . .  I .. . . .  . . . . . .  ... . . . .  . . . . . .  . . .  . . .  . . .  .:# .. . :  .. . .  . . .  
. .  . .  

houing and &xvati.on seryic&? (ix) "hotel rooms at no charge or.at . .  a:reduced rate on the basis 

. 
. . .  . .  . . .  

. . '  . .  . .  

, . of the niunber of rooms actually booked for the conv&tion;"'~d : .  .(x),"accom&odations and 
..:, . . .  . . . . . .  . .  . . . .  . . .  

hospitality for committees of the parties responsible for choosing . .  thesite of the conventions." 

I 

I 

. .:\. '. '. , < - ,  .I . I 
M@cipal'funds.are sep'arate accounts established by!g&&mmt agencies $'the .... area' 

..< . 

- .  . .- . . . .  . . . . . . .  
. I  .: .'? . :.: ......... . . . .  

11 C.F.R 9 9008.52(c)[l)(i).,through (ix). Id. Municipal funds . .  may.not.be restricted * ' . ':. for'ue in 

connection with any paiticuhr convention. 11 C.F.R ...#' 9008,53@)(1)(i). 'Donations to the fund 
. . . .  .. :.:?". ' . .  

. . .  !. . . . . .  ,..: .,..... . ....... . . ,. I '  I ! .  .' . 
I 

. . .  . .  . .  . <  :. ..: : I I  .I. 

l i i  . . .  . . . . . .  I' . , .. . . . . . . .  .:: . . . . .  . . .  
_ C . .  

. .  
. .  ,. .%.. . .  

4 ~ o s t  coninit& m y  a~ accept goods 0; sayices bi'&dos under the si& ,d 
1.  

.- ._ 
..... :. . 

' * .  cqditioi set'krth at I 1  C.F.R 0 9008.9 for Convention I. . . . . .  co@ttces. .. 'i1.C.F.R , . ' j  8 . ?08.52(b). i:. 
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' 

-, must be unrestricted and may not be solicited or designated for use in connection with any 

particular convention. 1 1 C.F.R. Q 9.008.53(b)( l)(ii). 

Host Committees and mimicipal h d s  differ in seyeral ways. Unlike municipal funds, . 

host committees may be restricted.for use in connection with a particular convention and may 

accept donations similarly designated. Compare 11 C.F.R. Q 9008.52(a) with 11 C.F.R. 

6 9008.53(b)( I). ' Further, while host committees are subject to audit by the Commission ' 

pursuant to 11 C.F.R. 6 9008.54, them is no similar provision for municipal funds. Finally, host 

committees are required to disclose more detailed information pursuant to 11 C.F.R. 
. .  

0 9008.5 l(a) and (b) than municipal funds are required to disclose pursuant to 1 1 C.F.R. 

. Q 9008.51(c). Specifically, host committees ak required to disclose all receipts i d :  ' 

disbursements made with respect to a presidential nominating convention in a post convention 

report and quarterly reports thereah. 11 C.F.R. 0 9008.5 l(b)(2). Mpnicipal funds are required 

to disclose by letter only the total amount spent for each category of facility or s&ice provided .. I 
to the convention, the amount defrayed from general revenues, and the total amoint of all private 

donations received to defray expenses in connection with the convention. .11 C.F.R. Q 9008.51(c). 
.. c . .  

' 

See genekzlly 2 U.S.C. 0 437(1); 11 C.F.R. Q 107.2. 
. .  

' In order to be eligible to receive public funds to finance the presidential nominating 

convention, a national' party co&ittee must establish a convention committee, which is 

responsible for cond~ting the day-to-day arrangements and operations of that party's 

' 

. .  

presidential nominating convention and must register with and report to the Commission as a 

political committee. 1 1 C;F.R. Q 9008.3(a)(l), (a)(2) and (b). A national party committee and its . 

convention colizmittee alS0 must file a written agreement with the Commission agreeing to 

conditions set forth in 11 C.F.R. Q 9008.3(a)(4)(i) through (viii) to be eligible for public funding. 

. 
' 

. .  

' 
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. l l  C.F.R. Q 9008.3(a)(4). As part of this agreement, the national party committee and its 

convktion committee must agree to comply with 2 U.S.C. 66 43 1 through 45 1,26 U.S.C. 

Q 9008, and applicable Commission regulations. 11 C.F.R. Q 9008.3(a)(4)(vii). Thus, the 

committees must agree to abide by 2 U.S.C. Q 441b, which prohibits, inter alia, corporate and . 

labor organization contributions or expenditures in connection with conventions, and they must 
' 

agree to comply with the applicable expenditure limitation set forth at 26 U.S.C. Q 9008(d) and 

11 C.F.R. Q 9008.8. 11 C.F.R. Q 9008.3(a)(4)(vii) and (i), respectively. The national committee . 
0 : 
Q ) .  

of a major party may not make expenditures with respect to a publicly-financed presidential . . 

nominating convention which, in the aggregate, exceed the amount of payments to which such 

committee is entitled under 26 U.S.C. Q 9OO8(b)( 1). 26 U.S.C. Q 9008(d)( 1). The Commission 

may initiate an enforcement action if a convention committee knowingly helps, assists or 

participates in the making of a convention expenditure by a host committee, govenunent agency, 

or municipal corporation 'that is not. in accordance with 1 1 C.F.R. Q§ 9008.52 or 9008.53. 

1.1 C.F.R. 0 9008.12@)(7). 

, Parties that receive public fbnding for their conventions are required to use such funds. I 

only: 

(1) to defray expenses incurred with respect to a presidential 
nominating convention (including the payments of deposits) by or on behalf of the 

. national committee receiving such payments; or 

expenses, or otheiwise ta =tore h d s  (other thanQe&ims-&hy suck. 
expenses'received by such committee) used to d e h y  such experyes. 

(2) to repay loans the proceeds.of which were used to defray such 
. 

26 U.S.C. Q 9008(c). See also 1 1 C.F.R 6 9008.7(a). 

Convention expenses include all expenses incurred by or on behalf of a political party's 

national committee or convention committee with respect to and for the purpose of conducting a 
I 

c. .. .:.. C 
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. presidmtial nominating convention or convention-&lated activities. 11 C.F.k Q 9008.7(a)(4). 
. .  

. .  

Such expenses include administrative and office expenses for conducting the convention 

includingstationery, office supplies, office machines, and telephone charges, but exclude the cost 

of any services supplied by the national cowittee at its headquartem or principal office if such . 

services are incidental to the convention and not utilized primarily for the convention. 11 C.F.R. ' 

Q 9008,7(a)(4)(x). Generally, convention expenses incurred with respect to a presidential 

nominatilig convention are subject to the expenditurelhhtation. See 11 C.F.R. 9008.8(a). 
. r .  . 

Nevertheless, certajn exp'mditures related to a convention are not subject to the expenditure . .  

limitation. Convention related expenditures that are made by a host committee in accordance 

. with 11 C.F.R. 6 9008.52orby a municipal fund.in.accowce with 11 C.F.R. Q 9008.53 shall 
.... 

. 

not be considered convention &&ittee expendituks and shall not count against the convention 

committee's expenditure.limit., ..11 C.F.R. Q 9008;8(b)(i). Additionally, permissible host' 

committee and rnMcipal fund'expmditures are not'qonsidered private contributions for the 

purpose of adjusting the convention cokiHee's en&tlement to.public funds.' 11 C.F.R. 

. . .  

... . .  

.... . .  
i ' . Q 9008.5(b). . . .  

The FECA defines contributions.to' include a.''gi@* .' .. ?: . , subscription, " . loan . ., '. or anything . .  of 
. . . .  . .  . . .  . . . . . .  .. 

- value made by any p-n forthe purpose of influ.qcing. any.el&tion for federal office." 

. 2 U.S.C. Q 431(8)(A)(l). "Anything of value" includes all &-kind contributions!?l'.l.C.F.R. .:-..;. ... 

.... . . .  . . .  ... .... 
>:a*% . ' 

. . .  :. . . .  ..-. 

::. :. . , -. 
. . :  

. .  . .  
I.. . .  

Q lOO.7(a)( l)(iii). The term "p&son" includes an indicidual, pam;ership,'com&tee, association, 

corporation, labor organization, or any other organization'or group of persons, but such term does 

. . .  . . .  . .  . .  - .  ~ . . I' .. : 

-..  
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not include the Federal Government or any authority of the Federal Government. 2 U.S.C. 

6 431(11)? 

+-- 

B. Alleged In-Kind Contribution from the Host Committee to the Convention ’ 
Committee 

. .  

Both Audit Referrals 98-05 and 98-06 address the Host Committee’s in-kind contribution 

to the Convention Committee of the services of David J. Nash and Associates, Inc. (“ash”). 

The Convention Committee conkted  with Nash for Nash’s services. According to its Contract 

with the Convention Committee, Nash’s duties included producing the television broadcast and . 

. the “theatrical production’’ of the convention and supervising production consultants and 

vendors. Subsequently, Nash also agreed to a separate contract with the Host Committee, which 

required Nash to “render such television production and related services consistent with the 

specifications and requirements for the Convention established by the [Convention Committee.]” 

Mr. Nash states that “the design, installation, opvtion and maintenance of the Convention’s 

closed circuit television system” were among Nash’s responsibilities under these Contracts! The 

i 
closed circuit television system broadcast the Convention proceedings within the Convention 

Center to the fbllowing areas: (1) the Sail Area, which was an overflow seating area on the 

Convention Center’s roof; (2 )’the media areas; (3) areas within the Convention CAter that had 

obstructed or limited views bf the podium; and (4) the large television sckens located behind the 

podium. Pursuant to these two contracts, Nash was paid net amounts of $1 17,500 h m  the 

Convention Committee and $2.;215;520 fipm the.HostCaki&te& .. *... I ... .. .: .. .c . . I ... 

See Alden v. Muhe, 527 US. 706 (1 999)(s@tes have consented to suits brought by the United States to 

Although Mr. Nash states that these responsibilities were “[fJoremost** among Nash’s rcspo&bilities under 

5 

enforce federal laws). 
6 

the cgntracts, neither contract mentions closed circuit television system per se. ’. 
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In the Audit Report Repayment Determination, the Commission determined that 
’ 

$892,489 of the Host Committee’s $2,245,520 payments to Nash were not expended for purposes 

in accordance With 11 C.F.R 0 9008.52. Pursuant to 11 C.F.R. Q 9008.12(b)(7), the Commission 
. .  

also determined that the Convention Committee knoGngly helped, assisted or participated in 

these Host Committee’s expenditures based on the Convention Cornmike’s control over Nash’s 

’ performance. As a red$  $892,489 of the Nash expenditures were not subject to the exemptions 

in 11 C.F.R 0 9008.8(b)(l) and were therefore expenditures that must count toward the 

Convention Comt&ee’s expenditure limitation. As provided in 1 1 C.F.R. 6 9008.12(b)(3), the 

Commission determined that the Convention Committee accepted contributions of $892,489 that, 

. when added to the amount of public h d s  the Convention Committee received, resulted in the 

Convention Committee’s exceeding its expenditure limitation. The Commission, therefore, 
. .  

determined that the amount in excess of the expenditure limitation was’repayable to the United 

States Treasury. .. m 

In the legal and ‘ktual materials that the Convention Committee submitted to challenge 

the Commission’s Audit Report Repayment Determination, the Convention Committee 

maintained that all of the h d s  provided to Nash by the Host Committee w& expended for . , 

purposes permitted by 11 C.F.R. Q 9008.52(c) and therefore the $892,489 at issue should not be 

subject to a repayment determination. The Convention Committee disputed the repayment 

‘ I  

determination with two primary arguments: (1) some of the expenditures were for purposes that 

are expressly listed in &tion 9008.52(c); and (2) some ofthe expenditures are indistinguishable 

h m  other host committee expenditures.previously permitted by the Commission, either in its 

consideration of the Convention Committee’s Audit Report, in its issuance of Advisory Opinion 
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.. 

1-980-21, or in its consideration of the Audit Report related to the 1996 Democratic National 

Convention Committee ("DNCC'). 

On April 13,2000, the Commission issued a Statement of Reasons related to the 
. .  

Convention Committee. See Statement of Reasons, L U  472 (Apr. 13,2000), Attachment 6. . 

The Commission determined that the Host Committee made an in-kind contribution to the 

i'.. . T.' 

Convention Committee in the amount of$456,957 with its payments to Nash for services that 

were not permissible host committee expenditures. Id., at 34-35. In the Statement of Reasons, 

. . 

. 

the Commission also concluded that the Convention Committee may offset the $456,957 in-kind . .  

contribution it received ftom the Host Committee with other expenses that were'incurred by the 

Convention Committee that w&e permissible host committee expedditures. Id., at 37: Becaue 

the Convention Committee demonstrated that it had such expenditures o f ~ . ~ o u n t  greater than 

the $456,957 in-kind conkibution h m  the Host Committee, that contribution was considered to 

have been klly refhied and the repayment w k  eliminated. Id.., at.37-38. The Office of General 

Counsel believes that the Commission should make. similar determinations in the enforcement . .  

' :.. ... . ., '<.' _. . 

.. . . 

. .  

'. :; . 
. .  

context as it made in the repayment context. 
; 1 1  

Consist& with the Codssion"s  detminatio,ns.in.the . .  repayment wntext; the 
. .. 

impermissible host committee expenditures at is& can &e categorized asbelonging to two 

groups: (1) expenditures to vendors who produced or directed the convention proceedings; and 

(2) expenditures to vendo~  who provided content .that was used as'a portion of the convetion . 

proceedings. While 1 1 C.F.R. 6 9008.52(c) lists examples of permissible host committee . 

expenditures, the Commission's regulations do not list impe-issible host committee 

expenditures. Given the purposes listed in section 9008.52(c)( 1) and given the p*cipal 

objectives of host cominitteesof encouraging commerce and projecting a favodle: hage of the 

.. . '. . .  ..: 



' :@ 
. ARs 98-02 and 98-06 12 

. . ' - :a .  

.: . . .  First General counsCl's Report 

. convention city, e x p e n d i e  to vendors who produced or directed the convention pioceedings 

are impermissible host committee expenditures and in-kind contributions to the Convention . 

Committee. These expenditures total'$188,334. . 

The Host Committee made disbursements to vendors who provided content that was used 

as a'portion of the convention proceedings. None of these expenditures is similar to the 

.purposes listed 

purpose ofpromoting its city. Consequently, these expenditures, which total $127,613, are 

impermissible host coxnxhitta expenditures and in-kind contributions to the Convention 

1'1 C.F.R. 0 9008.52(c), nor is any consistent with a host committee's principle 

Committee. 

In the Statemexit .of Reasons, .the Com&ssion identified a pool o f  Overhead and Indirect 

Expenses subject to attribution between those related to impermissible host committee 

&pendi.tures and those related to permissible host co&ittee eipenditures. This .&ulted in an 

. .  . .. . 

attribution of $141,010 of Overhead and Xndht Expenseis related to Nash's expenses that were .. . 
impermissible host commitfee expenditures. See.Attachment . .  6;at 35-41. Thus, the total in-kind 

contribution fiom the Host Committee was $456,957 ($188,334,+. - .  $127,613 + $141,010). The 

Host Corkittee's receipts included corporate ftnds h~ excess of its $456,957 contribution? 

' 

Thdfore, this Office recommends that the Cominission find reason to believe that the 

San Diego Host Corimiittee/Sail to Victory '96, YdPatrick . '. C. Shea as its treasurer, violated' 

2 U.S.C. 5 441b by wntributing $456,957 to the'1996 Committee on Arrangements for the 

Republican National' Convention and violated 2 U.S.C. 0 437(r)%y failing to report this 

. .  . .  

. .  
. 

- . .li . . ... . 

. .  . .  

contribution. This Oflice further recommends that the Commission find reasdn to believe that . .  

Because this Office ~ o n r m m d r  no further action in connection with this violation, no analysis to 1 

identi&lhc amount of corporate funds in this contribution is necessary. 

.. : .. . .  .::. .; . 

. .  
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the 1996 Committee on Arrangements for the Republican National convention and klec 

Poitevint as its Treasurer violated 26 U.S.C. 0 9008(d)( 1) by receiving the in-kind contribution of 

. $456,957 in excess of the amount of .funds to which it was entitled under 26 U.S.C. 9 9008(b)( l), 

.. 

. .  
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violated 2 U.S.C. 0 441b(a) by receiving prohibited contributions, and violated 2 U.S.C. 0 437(2) 

by failing to report this contribution. 

In the context of the administrative review, the Commission concluded that the 

Convention Committee may offset the $456,957 in-kind contribution it received fiom the Host , 

Committee with other expkes  incurred by the Convention Committee that were permissible . 

host committee expenditures, which eliminated the wntribution for repayment purposes. This .,:. ' 

Office believes that the ofkt  should have a corresponding effect ip the enforcement context?' 

Therefore, considering the offset of the contribution and other Commission enforcenient 

priorities, this Office recommends the Commission take no further action inconnection with the 

Host Committee contribution to the. Convention Committee. 

C. RNC's Alleged In-Kind Contribution to the Convention Committee 

Audit Refmal98-06 irises in part h m  the alleged in-kind contribution from the . : I .  

. .  

Republican National Committee to the Cbnvention Committee. .. The alleged contribution relates 
I 

to payments made by both the Convention Commi,Fee . .  and the RNC to Creative Broadcast 

Techniques ("CBT) for production costs associated with, broadcasting various television. 

programs. In the Audit Report Repayment Determination,.the . .  Commission detiin$inAlhat the 

Convention C o d t t e e  must repay $729,994 for receiving an in-kind contribution from the RNC 

. ; :. i .  . . I  . . . .  

. .  ... . . . . . . .  -.  ..- .: . I .... ..# .. % .  

. :... . 
. .  

In its Statcmnt of Reasons, the Commission took administrative'notice of areimbUrsement fiom the 
Convention Committee to the Hwt Committee in exchange f0t.a rkimbUrjiy.ment of.the same amount w m  &e Host 
Committee to the Convention Committee. Because.* &hbwseme nt!j.;Veie eqial, they resulted in a ne.ex&ange 
of zerp. On this basis, the committees were not required to -fer any'func&.' See Attqchment 6, at 37-38;.' ' 

8 
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- based on its conclusion that the RNC paid more than its appropriate share of the CBT expenSes, 
*< 

. .  . 

while the Convention Committee paid a correspondingly lower amount than its appropriate share. 

In its challenge to the Commission's Audit Report Repayment Determination, the Convention . 

Committee maintained that the RNC paid the appropriate portion of the CBT contract. In the . 

context of the administrative d e w ,  the Commission determined that the RNC did not make an 
. .  

' in-kind wntribution to the Convention Committee for its payments under the CBT contract. 

. Thus, while AR 98-06 refers to an in-kind contribution of $729,994 h m  ths RNC, the 

Commission deten@ned in the Statement of Reasons that ,the RNC did not make any 

contribution to the Convention Committee related to the CBT contract. This determination was 

based on the Commission's conclusion that the costs associated with producing ~d airing the . 

television programs at issue related to party building and as such were a national party committee . 

expense, rather than a convention expense.. Therefore, this Office recommends that the 
' 

Commission fmd no reason to believe that the 1996 Commit& on Amngements for the 

Republican National Convention, the Republican National Committee and Aleo Poitevint as their 

treasurer violated any statute or regulation.within the Commission's jurisdiction on the basis of 

' 

.I I 

the alleged contribution described in Audit Ref-1 98-06? 
. .  . .  . .  

In the Audit Report Repaymnt Determination, the Commission did not challenge the Convention 
Committee's payment of the airtime costs associated with some of the telev@ion programs as a permissible 

' convention ellplnse. However, after fiuther consideration of the facts, the Commission concluded h the Staemnt 
of Reasons that payment ofthe distribution costs of this programming does not qualify as a convention expe&'in 
accordance with 11 C.F.R 0 9008.7(aX4) because it: ip a national party expense. Commission &termined that 
the costs related,to airing or producing the televisioa pmkgramming were not fix thepurpose dmnducting.a, .. ... .. , . . . 
pmidentia~ nominating convention, but were instead to promo@ the party: AS such, they were for national party 
committee activities. CoascquentIy, the Convention Committee was not qquired to.piy any of those kts. The 
Commission further detmnined that the Convention Committee's .S 1,170,OOO payment to National Media, Inc. for 

. costs associated with airing.* convention proceedings on the Family Channel and NewsTak Television was an 

dctmnid that the Convention Committee's payment in excess of its share*of basic feed expenses of$62,973 was ' 

also an impmnissible convention committee expense. See id, at 4PSO n.51. ($1,170,000 + $65,973 = $1,235,973). 
Consistent with past Commission practice not to pursue similar matters in the enforcement context, we are not 
recommendii that the Commission tske any action'on ti& matter. 

9 

. 

' impeimissible convention committee expense. See Attachment 6, at 47-48 e50.. Similarly, the Commission 

. .  
. 

. 'Y . .. . - .. 
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D. 

Audit Referral 98-06 also includes a finding that the Convention Committee exceeded its 

Other Convention Committee Expenditures in Excess of its Limit 
’ 

. . expenditure limitation set forth at 11 C.F.R 0 9008.8(a) by an additional $150,160 of 

“convention expenses and estimated winding down costs.” Attachment 1, at 3. The calculation 

of this amount included estimated winding down costs as reported by the Convention Committee. 

Subsequent to the issuance of the Convention Committee Audit Report, the Audit Division 

calculated a revised Statemeit of Net Outstanding Convention Expenses (“NOCE”). 

Attachment 3. The revised NOCE reflects revised winding down costs, which reduced the 

Convention Codttee’s  expenditures to an amount’equal to its expenditure limit. Thus, the 

estimated excessive expenditures of $150,160 have been eliminated. 
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IV. RECOMMENDATIONS 

1. 

2. 

. Open a Matter Under Review. 

Find reason to-believe the 1996'Committee on Arrangements for the Republican 
National Convention, and Alec Poitevint as its Treasurer, violated 26 U.S.C. Q 9008(d)(l) by 
accepting an in-kind contribution from the San Diego Host Committee, but take no fiuther 
action. 

i .  

3. Find reason to believe the 1996 Committee on. Arrangements for the Republican 
National Convention, and Alec Poitevht as its Treasurer, violated'2 U.S.C. Q 441b by accepting 
an in-kind contribution from the San Diego Host Co&ittee, but take no further action. 

4. Find reason to believe the 1996 Committee on Arrangements for the Republican 
National Convention, and Alec Poitevint as its Treasurer, violated 2 U.S.C. Q 437(2) by failing to 
report'the receipt of the in-kind contribution fiom the San Diego Host Committee, but take no 
mer action. 

... . . . 
5. Find reason to believe the San Diego Host CommittedSail to Victory '96, and . 

Find reason to believe the San Diego Host CommittedSail to Victory '96, and 

Patrick C. Shea as its Tmisurer, violated 2 U.S.C. Q 441b, but take no further action.. 

Patrick C. Shea as its Treasurer, violated 2 U.S.C. Q 437( l), but take. no further action, and close 
the file as it pertains to these respondents. 

. 6. 

. 
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7. Find no reason to believe that the 1996 Committee on Arrangements for the 
Republican National Convention, and A l a  Poitevint as its Treask,  accepted a contribution 
h m  the Republican National C o d t t e e  in violation of any statute or regulation within the 
Federal Election Commission’s jurisdiction on the basis of Audit Referral 98-06, and close the 
file as it pertains to these respondents. 

8. Find no &n to believe that the Republican National Committee, and Alec 
Poiteht as its T r e a s ~ ,  contributed to the 1996 Committee on Arrangements for the 
Republican National Convention in violation of any statute or rkgulation within the Federal 
Election Commission’s jurisdiction on the basis of Audit Referral 98-06,’and close the file as it 
pertains to theqe iespondents. 
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